











notes receivable at December 31, 2006, CIF1’s current liabilities exceeded its
current assets by approximately $7,600,000 and $8,100,000 at December 31,
2006, and June 30, 2007, respectively.'

e. CIF1 has contingent liabilities arising from its failure to register its securities with
the SEC because it did not satisfy the requirements of the intrastate exemption.

10. The value of notes held by CIF1’s investors may be less than the amount invested by
those investors, and the value of some of CIF1’s notes receivable may be less than the
amount of the loan to those debtors, because of, among other issues, the following:

a. The default and/or anticipatory breach by CIF1’s major debtor.

b. CIF1’s deteriorating financial position and cash flow from December 31, 2006, to
June 30, 2007.

c. CIF1’s contingent liabilities because of its failure to register its securities with the
SEC.

d. CIF1’s withdrawal of its registration statement.

Capital Intrastate Funding, LLC

11. On May 25, 2007, the following members of CIF2 signed the Amended Operating
Agreement of CIF2: Davyd G. Field (“Davyd Field”), Ashley Morey (“Morey”), Gary
Malvern (“Malvern”), F. Scott Pfeiffer (“Pfeiffer”) for Britannia Trust, and Davyd Field for
Tikal Trust. In this Amended Operating Agreement, the members of CIF2 agreed that:

a. Davyd Field and Morey would manage CIF2.
b. “In the event that Ashley Morey shall cease to be employed by the Company, her

membership interest shall immediately terminate and she shall be compensated

" The Division believes that these amounts are conservative estimates and therefore represent the minimum amount
by which current liabilities exceed current assets at each of the stated dates.
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J. “The nearly 90 day delay in registration [of CIF1] has significantly impeded
CIF1’s ability to do orderly business . . . . Your assistance in reviewing and
registering CIF2 as quickly as possible would be greatly appreciated.”

26. CIF1 is using CIF2 as an underwriter to raise tunds for CIF1.

CIF1’s Offerings to Existing Note Holders and to Others

27, In a letter dated March 29, 2006, the Division informed CIF1 that its Series 2006 Senior
Notes had been registered for sale in South Carolina and that this registration would expire
one year from March 22, 2006.

28. On March 7, 2007, CIF1 filed a registration statement to register Series 2007 Senior
Notes, but on April 2, 2007, the Division delayed effectiveness to this registration statement
until at least July 20, 2007.

29. In a letter to the Division received on April 30, 2007, CIF1 through Arthur Field stated,
“SC Code of Laws Section 35-1-202(15) permits an exemption for any transaction involving
existing security holders provided no commission is earned. We have been operating in good
faith pursuant to this exemption since March 22.”

30. CIF1 has renewed a Senior Note Series 2006 of at least one existing note holder by
issuing a Senior Note Series 2007. Included in the newly issued Senior Note Series 2007 are
the following statements:

a. “This is a Promissory Note and is offered only to qualified investors as defined by
Securities Act of 1933 or those exempt under Title 35 of the S.C. Code.”

b. “By accepting this Note, Promissee [sic] represents it has received, is fully
familiar with and is bound by the terms of the current Prospectus, incorporated
herein by reference, and fully understands and accepts all risks associated with

these Notes and relies solely on said Prospectus.”
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not more than ninety days from July 11, 2007, to October 9, 2007, subject to an extension of
not more than thirty additional days to November 8, 2007.

38. In its July 10, 2007, letter to CIF2, the Division provided eight comments about CIF2’s
registration statement and stated, among other things, that CIF2 needed to prove to the
Division that the offerings of CIF1 and CIF2 should not be integrated.

39. On July 31, 2007, the Division received a response from Pfeiffer which states, “We
disagree with the Division’s determination that the offering proposed by [CIF2] should be
integrated with any offering, current or past, of [CIF1].”

40. On August 10, 2007, the Division mailed a letter to Pfeiffer inviting CIF2 “to submit

reasons, with citations, why CIF2’s offering should not be integrated with CIF1’s offering.”

CIF1 and CIF2 Considered to Be One Issuer

41. The Division incorporates by reference the factual allegations in paragraphs 1 through

40.

42. Arthur Field has direct control of CIF1 and has direct or indirect control of CIF2 based
on the following:

a. Based on Arthur Field’s telephone call to the Division on May 29, 2007,

Pfeiffer’s letter to the Division dated May 30, 2007, and Arthur Field’s letter to

the Division dated June 7, 2007, Arthur Field developed, or substantially

contributed to the development of, the new plan of financing that included the

creation of CIF2 and the “splitting [of] CIF1 into two separate entities” and by

letter and telephone directly addressed with the Division this new plan of

financing and the registration of CIF2’s securities.
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. When asked by the Division who approached Pfeiffer or the Britannia Trust about
becoming a member of CIF2, Pfeiffer stated, “Dr. Field and I discussed it first. I
mean the whole genesis of [CIF2] was — you know, grew out of [CIF1] and
[CIF1]’s decision to cease issuing securities under the . . . intrastate exemption, . .
. and the issue that that created was that there was an inability then to service
[CIF1]’s unaccredited investor note holders, which created a business opportunity
for a new company . . ., and [Arthur Field and I] discussed it, and we discussed,
you know, many options, could [CIF1] simply divide into divisions, could Arthur
[Field] own two separate companies, you know, what could happen.”

Pfeiffer stated that Arthur Field approached Davyd Field and Morey about CIF2
and “tak[ing] on this business opportunity and run[ning] with it.”

. Based on his statements, Arthur Field knows the financing and advertising plans
of CIF2, and in a letter dated June 7, 2007, to the Division about CIF1 Arthur
Field requested the Division’s “assistance in reviewing and registering CIF2 as
quickly as possible.”

Davyd Field stated, Arthur Field “gave me a copy of [CIF1’s prospectus], and I
modeled much of what’s written in [CIF2’s] prospectus on [CIF1’s prospectus].”
When asked by the Division who prepared CIF2’s prospectus, Pfeiffer stated,
“Primarily, Dr. Field did. It’s essentially an edit of [CIF1]’s intrastate exemption
prospectus . ...”

. When asked by the Division who wrote CIF2’s Amended Operating Agreement,
Pfeiffer stated, “I believe Dr. Field authored this document . . . .”

Morey stated that Arthur Field gave her CIF2’s Amended Operating Agreement

to sign and that Arthur Field is “manager of [CIF1]” and is her current boss.
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44. Based on Arthur Field’s June 7, 2007, statement to the Division that CIF1 “hope[s] to
reassure [its] Note holders of a continuity of philosophy,” CIF1 expects that the creation of
and issuance of notes by CIF2 will help CIF1 and its securities holders.

45. Morey stated to the Division that for approximately a year she would be employed by
both CIF1 and CIF2 and that she “assume[s]’” she would be compensated by both companies.

46. Although Arthur Field, who is an attorney, has some experience in securities registration
and securities laws, the managers of CIF2 do not have any significant experience with or
knowledge of securities registration or securities laws.

a. When asked by the Division if she knew whether CIF2 qualifies for any federal
exemption from registration, Morey stated, “I don’t really knows [sic] those rules,
or terms, the codes.”

b. Davyd Field stated that he has “[v]ery little, if any,” experience with securities
registration and securities laws.

47. Arthur Field is Davyd Field’s father, and Arthur Field is, and is expected to continue to
be, for up to another year, Morey’s boss at CIF1.

48. Davyd Field stated that he met Malvern through Arthur Field, that in 2005 or 2006 the
three of them discussed CIF1’s business model, and that Malvern’s knowledge of the
business came from his experience with Arthur Field and Davyd Field.

49. CIF2’s principal business location is CIF1’s principal business location or may in the
future be “next door” to CIF1’s principal business location.

a. CIF1 and CIF2 use the same address, including the same office number at that
address, and telephone.

i. As stated earlier, CIF1, CIF2, and Arthur Field state that 808 Powdersville

Road, #15, Easley, South Carolina, 29642, is their address.
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v. Whether the sales are made for the same general purpose.

b. If the issuer sells securities under Rule 506 to any purchaser who is not an
accredited investor, the issuer shall furnish required information to such purchaser
a reasonable time prior to sale.

c. Neither the issuer not any person acting on its behalf shall offer or sell the
securities by any form of general solicitation or general advertising.

d. Securities acquired in a transaction under Regulation D shall have the status of
securities acquired in a transaction under 15 U.S.C. § 77d(2) and cannot be resold
without registration under the Securities Act of 1933 or an exception therefrom.

129.  Pursuant to 17 C.F.R. §§ 230.501, definitions and rules, including, but not limited to, the
following apply:

a. Accredited investor shall mean any person who comes within any of the following
categories, or who the issuer reasonably believes comes within any of the
following categories, at the time of the sale of the securities to that person:

i. Any director, executive officer, or general partner of the issuer of the
securities being offered or sold;
ii. Any natural person whose individual net worth, or joint net worth with
that person’s spouse, at the time of his purchase exceeds $1,000,000; and
iii. Other categories listed in 17 C.F.R. § 230.501(a).

b. An affiliate of, or a person aftiliated with, a specified person shall mean a person
that, directly or indirectly through one or more intermediaries, controls or is
controlled by, or is under common control with, the person specified.

c. For purposes of the calculation of the number of purchasers, the following shall
apply:
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opinion is a statement signed by an independent public accountant expressing his opinion
based on his audit of a company’s books and records. J. Downes & J. Goodman, Dictionary

of Finance and Investment Terms, 304, 84 (4th ed. 1995).

Offer and Sale of a new Security

140. Changing the nature and terms of an investor’s relationship to the issuer may represent
the offer or sale of a new security for value. See 17 C.F.R. § 230.145(a) Preliminary Note.
141. The term “value” is broadly construed for purposes of the Securities Act of 1933 to
encompass, among other things, a material change to the economic position of the offeree or
purchaser of securities. 35 How. L.J. 343, 362 (Spring 1992)(citing Securities Act Release
No. 929, (CCH) Fed.Sec.L.Rep. § 1121 (July 29, 1936); 11 SOWARDS AND SUMMER,
BUSINESS ORGANIZATION SECURITIES REGULATION § 121142.02 at 2-121 (1990
Supp.)).

142. A “purchase or a sale arises when the nature and terms of an investor’s involvement in a
business enterprise are substantially altered by the creation of new rights or obligations.”

Ingenito v. Bermac Corp., 376 F.Supp. 1154, 1181 (S.D.N.Y. 1974).

143. Jurisdiction under Section 10(b) of the Securities Exchange Act of 1934 is established
where “there is alleged a substantial modification of an investment contract creating fresh

rights and obligations of the parties and the investor gives some consideration.” Id. at 1182.

Denying Effectiveness to a Registration Statement

144.  Pursuant to S.C. Code Ann. § 35-1-306(a)(1) and (7)(A), the Securities Commissioner

(“Commissioner’”) may issue a stop order denying effectiveness to, or suspending or revoking
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the effectiveness of, a registration statement if the Commissioner finds that the order is in the
public interest and that:
a. The registration statement as of its effective date or before the effective date in the
case of an order denying effectiveness, an amendment under Section 35-1-306(j)
as of its effective date, or a report under Section 35-1-306(i), is incomplete in a
material respect or contains a statement that, in the light of the circumstances
under which it was made, was false or misleading with respect to a material fact;
or
b. The offering will work or tend to work a fraud upon purchasers, or would so
operate.
145. Pursuant to S.C. Code Ann. § 35-1-306(e), a stop order may not be issued under this
section without (1) appropriate notice to the applicant or registrant, the issuer, and the person
on whose behalf the securities are to be or have been offered; (2) an opportunity for a

hearing; and (3) findings of fact and conclusions of law in a record.

NOTICE AND OPPORTUNITY FOR A HEARING

NOTICE is hereby given that the Respondent shall have thirty days from the date of
receipt of this Notice of Intent to Seek the Issuance of a Stop Order Denying Effectiveness to a
Registration Statement to give a written answer requesting a hearing on the matters contained
herein to Thresechia Navarro, Securities Division, Post Office Box 11549, Columbia, South
Carolina, 29211-1549. In the written Answer, Respondent, in addition to requesting a hearing,
shall admit or deny each factual allegation in this Notice of Intent, shall set forth specific facts on
which the Respondent relies, and shall set forth concisely the matters of law and affirmative
defenses upon which the Respondent relies. A Respondent without knowledge or information

sufficient to form a belief as to the truth of an allegation shall so state. Within fifteen days of
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